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between Bank rate and the market rate for loans,
that the latter is not as a rule likely to be more
than ij per cent, below the former, but the con-
nection is so indefinite and untrustworthy, and
the funds over which the outside market now has
control are so vast, that when the Bank of England
considers it necessary, owing to the threat of a
foreign drain or for any other reason, to raise its
rate, it often has to make this action effective by
borrowing from the outside market in order to
curtail artificially the supplies of the latter, and
compel applications to itself, so as to make its rate
an effective influence on those current in the
market.

The Problem Modified.

Modified by this development, the problem of
Lombard Street to-day is concerned rather with
the conduct of the outer joint stock banks than
of the Bank of England. The difficulties and
responsibilities of the Bank of England have been
increased, but at least they are recognised and
provided for. If Bagehot could look back over
the history of the money market through the forty
years that have passed since he wrote " Lombard
Street," he would see that his criticisms of the
attitude of the Bank towards its position had
borne good fruit Its duty as custodian of the